
rIRST W$TTRN
NATIONAI BANI(

July 16, 1986

IRREVOCABLE LETTER OF CREDIT NO. 109

l'ls . Pam Grubaugh Li tti g
Staie Departnrent of i,latural Resources
?iyition of 0i1, Gas, & I'lining
355 West North Tempie, Suite gSO

Triad Center
Salt Lake City, Utah 84180-1230

RE: Kelmine Corporation
P. 0. Box 1383
Moab, Utah 84532

Gentl emen :

t'le established our irrevocab'le letter of credit in your favor for
the account of Kelmine corporation to the extent ofEighty Five
Thousand Dollars and N0/100 ($as,000.00), available by-your draft(s)at First l,lestern Nationa'l Bank, l.laf n & 300 south, p. b.- Box 249,
Moab, Utah on demand to be accompanied by the foi'lowing documenis:

Original Irrevocable Letter of Credit no.{-"lJ\.. T-
All drafts must be marked "Drawn under Letter of credit No. 109',.

Thi s credi t expi res i.n fi ve ,vears on July 21 , 1991.

This cred'it is subject to the uniform customs and practice for
Documentary Credits (1'974 Revision) International Char,rber of Commerce
Document No. 290.

fle hereby agree with the drawers, endorsers, and bonafide holders of
drafts drawn under and in comp'liance wjth the terms of this credit that
such di"afts will be duly honored upon due presentation to the drawee.

MA 
tt

Very truly yours,
I
I

t' 't '' /ll '' 
t ' " 'rl<'--r -\--. t, ! .. .-r 

iI. D. Nf ght'ingale I

Pres i den t
IDI'l:mk

::s ti? . v:AB. 'i:.!.:: 3{53: (s]l} ::}590:.--B3X 3a? .
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(February 1985)

State of Utah
Department of Natural Resources
Division of 0i1, Gas and Mining

3 Triad Center, Suite 35O
355 tt'/est North Temple

Salt Lake City, Utah 84180-I2O7
(801) 538-5t40

COLLATERAL BONDING AND INDEMNITY AGREEMENT

THIS C0LLATERAL B0NDING AND INDEMNITY AGREEMENT entered into by

and between Kelmine Corporation (hereinafter referred to as

"0perator'r) and the Utah Division of 0i1, Gas and Mining

(hereinaf ter ref erred to as rrDiv j.sion" ),
yl|ITNESSETH

WHEREAS, the 0perator has obtained Program Permit No.

ACT /O37 /O72 (hereinaf ter ref erred to as rrPermitrr ) f rom the Division

to conduct mining and recLamation activities at the Lisbon Va11ey

Copper Mine in San Juan County, Utah, as a mine under the Utah Mined

Land Reclamation Act, Utah Code Annotatedr 40-8-1, et s€Qr L953, as

amended ("Act") and implementing regulations; on the disturbed areas

designated in Exhibit A; and

WHEREAS, the 0perator wishes to obtain a bond under 4O-8-I4(3);

and

It/HEREAS, the 0perator has provided an irrevocable letter of

credit issued by First l{estern National- Bank of Utah (Exhibit B),

naming the Division as Beneficidryr as collateral to secure this

CollateraL Bonding and Indemnity Agreementl and
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EREFORE, in .conside.ration o.f the premises an_d other-,good

e consideration, ,the sufficiency and receipt of which. is
- .l !, t

owledged.: th9 0per-ator doe"s^h.ereby agree,_.'to !e, held and

s to the Division for the sum of 85,000 (1987 dollars) -L I - - L-r

ely performance of reclamation responsibiLities.for

NOW, TH

and valuabl

hereby ackn

firmly bond

for the tim
Permit Nor. 

-

submission

itseLf , i.ts

conditions.

ACf /O77/O72 in.l-awful money of the United Stat
- . I .. \ -

of lli:. Irrevocable Letter. of Credit will - al.d

.successors and assigns, jointly and severally

of this Agreement.
._-. $!

Thecondi.tion:.oftheabove"ob1igations.a'Ie.s9ch.t!?t:,-.'.-=
1. The.Operator shall perform all duties and fulfill.aIl . 

,\ .;
requirements. applicab]"..to. m":.!r]!rg and I9g1,"t3jion, a.s .set
forth in the Act; and. regulations adopted pursuant to .the

A..! and.,the. conditions -of Permi.t No. ACT /O37 /Otz is5ued. by

.i.: :i :'-

"r. By the

truly binds

, b-y 
. 
tlr... ,

lllg'Piyision.
2. Ihg liAbility ylldeT. ll'ig Agreement is conditiolgd upqn r,.i:

successful reclamati-on of the permit area.as provided in

the, Mining q.lq. Reclamation. PIan, f or Permit No. ACT /O37 /O32

,:. for a. period gf .".ttrg anO j;r, !h! manner specifigd in. the Act

and. regulations 
"9opteg 

pqr.syalt thereto -as,- amended f rom

,tirg to tirg,. and ,thg.conditions. set, f orth..in fermit N9:

ACT/O37/OVz issued by the Division.
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5.

v. The Operator does hereby jointly and severally agree to

indemnify and hold the Division harmless from any c1aim,

demand, liabilitv, cost, charge or suit brought by a third
party, as a result of the Operatorrs faiLure to abide by

the terms and conditions of the Mining and Reclamation Plan

as set forth in Permit No. ACT /O37 /OVz and from any failure
to comply with the terms of this Agreement.

Upon successful- completion of part or all of the

obligations secured hereby, the Operator may petition the

Division for a final release of part ox all of the

obligations under this Agreement. Upon such petition, the

Division shalL timely con.duct an inspection to ascertain

whether the duties and- obligations of the 0perator under

the Act, regulations adopted pursuant thereto and Permit

No. ACT/OV7/OV2 have been fuIfilled. If such duties and

obligations have been fu1filled, the Division shall release

the 0perator from part ot all of its obligations under this

Agreement and shall file notice of such release of

collateraL held by the Division.

This agreement shall be reviewed periodically by the

Division, ot reviewed upon petition by the 0perator, in

accordance with the Act and implementing regulations and

4.
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the amount of liability under this agreement may be

adjusted upon written agreement between the 0perator and

the Division where it is clearly established that the cost

of future recl-amatj-on has materially changed.

6. This Agpeemen! may be terminated upon ninety (90) days

prior written notice to the Division if terminated by the

. Ope.rator or.upon ninety (901 days written notice to the

0perator if terminated by the Division. Upon such written

notifi.c3tion, the 0perator will have ninety (90) days to

obtain an alternate form of bond to secure reclamation

obligations for Permit No . ACT /O37 /O72 in the same amount

as stated in this Agreement or amendments thereto.

7. Failure to provide a satisfactory alternative form of bond

will result in the complete cessation of all mining

operations and the complete reclamation of all disturbed

areas within the Lisbon Va11ey Copper Mine permit area.

8. Any breach of the provisions of paragraph ltg of this
Agreement will result in the payment of $85,000 (bond

amount ) liquidated damages to the Division.

9. This Agreement will be governed and interpreted according

to Utah Law.
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S0 AGREED this

STATE OF COLORADO

COUNTY OF DENVER

0n the 25th day of

before me Mr. Charles

of said corporation by

its board of directors

and

,<a<

)
\
)

being by me duly sworn did say that he/$V\fr, the said

O. Keller is the President

Kelmine Corporation and said instrument was signed in behalf

of

nday ot \k46q , Wt(.vv

STATE OF UTAH, DEPARTMENT OF
NATURAL RESoURCES, DIVISI0N 0F
OIL, GAS AND MINING

SS:

July , I98 6, personally appeared

O, Keller and who

Mr. Charles

authority of its bylaws or a resolution of

and said Mr. Charles O. Keller

KELMINE CORPORATION

cer Posit

r
a]-rma n

APPROVED AS TO FORM:

orney

corporation executed the same.

duly acknowledged to me that said
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My Commission Expires:
tl'r el;:riesicn &pires Auguot 23. 1987

4!,,i ';ork St.,0€nvsr, C0 80210

STATE OF

COUNTY OF

U4^.L )
\
)

SS:
\5.'1J 1^*'*

Residing at:

0n the 1J 6"t of c.-<"f* , rg} L, personalry appeared

before me Mr. Gregory P. V{illiams, who being by me duly svrorn did

say h€, the said Mr. Gregory P. Williams is the Board Chairman of

the Board of 0i1, Gas and Mining, Department of Natural Resoutces,

state of Utah, and he duly acknowledged to me that said Board

executed the foregoing document by authority of law on behalf of the

state of Utah.

My Commj.ssion Expires:

ar
Residing

0547R-7 -L2



EXHIBIT A

To Collateral Bonding and Indemnity Agreement
dated July 25, 1986 between State of Utah,

Department of Natural Resources,
Division of Oi1, Gas and Mining,

and Kelmine Corporation (Operator)

The 1egal d.escrj-ption of the area to be disturbed
located in San Juan County, Utah is:

Sections 25, 26 and 36,
Township 30 South,
Range 25 East, SLBM,

San ,Juan County, Utah


